REEBBREXERLL2A

Silver Grant International Industries Limited

Directors’ Report

The directors present their annual report and the audited financial

statements for the year ended 31 December 2003.

PRINCIPAL ACTIVITIES

The Company and its subsidiaries are principally engaged in
property and other investments. Details of the principal activities
of the Company’s subsidiaries and the Group’s associates are

set out in note 44 to the financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group and appropriations of the Company for
the year ended 31 December 2003 are set out in the consolidated

income statement on page 48.

The directors recommend the payment of a final dividend of
HK$0.04 per share to the shareholders on the register of
members on 20 May 2004 amounting to HK$61,689,000.

INVESTMENT PROPERTIES AND PROPERTY, PLANT AND
EQUIPMENT

The Group's leasehold properties were revalued as at 31
December 2003. The net surplus on revaluation amounting to
HK$2.7 million, of which a surplus of HK$1.8 million was credited
to the asset revaluation reserve and the remaining surplus of
HK$0.9 million was credited to the income statement to reverse
the deficit previously charged to the income statement. The
Group also revalued its investment properties at 31 December
2003. The surplus arising on the revaluation amounting to
HK$10.2 million, was credited to the investment properties

revaluation reserve.
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Directors’ Report

Details of the valuation of properties and other movements of
the investment properties and property, plant and equipment of
the Group and of the Company during the year are set out in

notes 14 and 15 to the financial statements respectively.

PROPERTIES HELD FOR INVESTMENT PURPOSES

Details of properties held by the Group for investment purposes

at 31 December 2003 are set out on pages 134 to 136.

LOAN RECEIVABLE

During the year, a subsidiary of the Company advanced a loan
of RMB120,000,000 (equivalent to approximately
HK$112,150,000) to t R REFHWEREBR QA (the
“Borrower”), a property development company established in
the People’s Republic of China (the “PRC"), through a PRC bank
(the "PRC Agent Bank”). The loan receivable is secured by
100,000,000 ordinary shares of the PRC Agent Bank, which are
owned by I RBEHREEBBRAF (the “Guarantor”), a
company established in the PRC. The Guarantor also provides a
guarantee to the Group for any shortfall in settlement of the
loan receivable and interest receivable from the Borrower. The
loan receivable bears interest at 8% per annum and will be

repayable in a lump sum in June 2005.

SHARE OPTIONS

Details of movements in the share options of the Company during

the year are set out in note 35 to the financial statements.
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DIRECTORS

The directors of the Company during the year and up to the

date of this report were:

Zhu Dengshan

Hui Xiao Bing

Gao Jian Min

Liu Tianni

Gu Jianguo

Chen Yongcun
Cheung Chung Kiu
Yuen Wing Shing

Kang Dian*
Zhang Lu*
Yang Bin (appointed on 11 March 2003
and will be resigned on 16 April
2004)
Yang Yongsheng (resigned on
11 March 2003)
Hu Jiangdong (appointed on
(alternate to 15 April 2004
Yang Bin) and resigned on
15 April 2004)
f Independent non-executive directors

The term of office of each director, excluding the independent
non-executive directors which was fixed at two years, is the
period up to his retirement by rotation in accordance with the

Company'’s Articles of Association.

In accordance with the provisions of the Company’s Articles of
Association, Messrs. Yuen Wing Shing, Liu Tianni, Chen Yongcun
and Kang Dian retire by rotation. Messrs. Yuen Wing Shing, Liu
Tianni, Chen Yongcun and Mr. Kang Dian, being eligible, offer

themselves for re-election.
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Mr. Yang Bin resigned as a director of the Company with effect
from 16 April, 2004. As a result of Mr. Yang's resignation, the
number of directors retiring by rotation shall be three namely,

Messrs. Liu Tianni, Chen Yongcun and Kang Dian.

Mr. Chow Kwok Wai will retire at the forthcoming annual general
meeting. Mr. Chow being eligible, will offer himself for re-

election.

No director being proposed for re-election at the forthcoming
annual general meeting has a service contract, which is not
determinable by the Group within one year without payment of

compensation, other than statutory compensation.
DIRECTORS’ INTERESTS IN SHARES

As at 31st December, 2003, the interests and short positions of
the directors and chief executives of the Company in the shares,
underlying shares and debentures of the Company or its
associated corporations (as defined in Part XV of the Securities
and Futures Ordinance (‘'SFO")) as recorded in the register
required to be kept under section 352 of the SFO or as otherwise
notified to the Company and The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) pursuant to the Model Code for
Securities Transactions by Directors of Listed Companies were

as follows:—

Long position in shares and underlying shares of the Company:
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Percentage of

Number of Underlying Total Issued
ordinary shares shares pursuant Total share capital
Name of Director (Corporate Interests) to share options Interests HERTRA
EEpng EERYA CEEER) R A B R 6 BRAE BRE
CHEN Yongcun — 7,000,000 7,000,000 0.53%
BRoK1F (Note 2 fff it =)
CHEUNG Chung Kiu 35,994,000 — 35,994,000 2.74%
RINE (Note 1[ff7%1)
GAO Jian Min — 20,000,000 20,000,000 1.52%
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Percentage of

Number of Underlying Total Issued
ordinary shares shares pursuant Total share capital
Name of Director (Corporate Interests) to share options Interests HEBRTRA
EEng EERYA CEEER) BRERBRG A BRE
GU Jianguo — 2,000,000 2,000,000 0.15%
BEH (Note 2 M it =)
LIU Tianni — 10,000,000 10,000,000 0.76%
BIRR (Note 2 fif5t =)
Notes.— Mat : —
1. Oriental Pearl Holdings Limited, a company controlled by Oriental ~ — - §%35,994,0000% JJ B3 Oriental Pearl Trust

Pearl Trust, of which Mr. CHEUNG Chung Kiu and his family are
the beneficiaries, directly holds 35,994,000 shares in the

Company.

2. These represents interests of options granted to the directors
under the Old Option Scheme and New Option Scheme to acquire
for shares of the Company, further details of which are set out
in the section headed “Directors’ right to acquire shares or

debenture”.

Other than as disclosed above, none of the directors and chief
executive of the Company had any interests or short positions
in any shares and underlying shares or debentures of the
Company or any of its associated corporations as recorded in
the register as required to be kept by the Company under Section
352 of the SFO or as otherwise notified to the Company and
the Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Company. None of directors
or their spouses or children under the age of 18, had been
granted any right to subscribe for the equity or debt securities
of the Company or any of its associated corporations, or had

exercised any such right during the year.
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES

Details of the share option scheme adopted by the Company on
26 June 1995 (the "Old Scheme”) and the new share option
scheme adopted by the Company on 27 May 2002 (the “New

Scheme”) are set out in note 35 to the financial statements.

Details of the outstanding share options granted to the directors

and other employees of the Company under the Old Scheme

and the New Scheme are set out below:

Directors 2

Gao Jian Min SER

Liu Tianni TN

Gu Jianguo BEER

Chen Yongcun  FRX7F

Other employees Hfth{E &

Exercisable period
Al P17 2 BRI

9.1.1997 - 8.1.2007
7.6.2002 - 6.6.2012

27.7.1999 - 26.7.2009
25.7.2001 - 24.7.2011
7.6.2002 - 6.6.2012

27.7.1999 - 26.7.2009

25.7.2001 - 24.7.2011
7.6.2002 - 6.6.2012

Exercisable period
Al F1T6E 2 BRI

9.1.1997 - 8.1.2007
27.7.1999 - 26.7.2009
25.7.2001 - 24.7.2011

7.6.2002 - 6.6.2012
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Subscription
price per share
BRAREE
HK$

BT

0.967
0.700

0.900
0.535
0.700

0.900

0.535
0.700

Subscription
price per share
BRAREE

HK$
BT

0.967
0.900
0.535
0.700

REEFERHASETEZTRARA
HERBZHRTEBREFBZ51M

Outstanding at 1.1.2003
and 31.12.2003
R2003F1A1B K
2003%F12H31H

o R AT

15,000,000
5,000,000

2,000,000
3,000,000
5,000,000

2,000,000

2,000,000
5,000,000

39,000,000

Outstanding at 1.1.2003
and 31.12.2003
R2003F1A1B K
2003%F12H31H

o R AT

15,000,000
16,000,000
21,000,000
55,000,000

107,000,000

146,000,000
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During the year, no share options were granted to the directors
and other employees under both of the Old Scheme and New

Scheme.

Other than as disclosed above, at no time during the year was
the Company or its subsidiaries a party to any arrangements to
enable the directors of the Company to acquire benefits by
means of the acquisition of shares in, or debentures of, the

Company or any other body corporate.

DIRECTORS’ INTERESTS IN CONTRACTS

Other than as disclosed in the section headed "“Connected
Transactions” below, no contracts of significance to which the
Company or its subsidiaries was a party and in which a director
of the Company had a material interest, whether directly or
indirectly, subsisted at the end of the year or at any time during

the year.

CONNECTED TRANSACTION

A service agreement dated 26 June 1997 was entered into
between Mr. Gao Jian Min (“Mr. Gao”) and the Company.
Pursuant to the terms and conditions set out therein, the
Company agreed to employ Mr. Gao and Mr. Gao agreed to
serve the Company as a managing director by providing the
Company with the services as described in the service agreement
for a term of two years from 1 April 1997, which term shall
continue thereafter until determined by either party giving to

the other not less than 6-month prior written notice.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS

FTERRER

As at 31st December, 2003, the interests and short positions of RZZTEZ=F+=A=+—H ' XA A
the shareholders, other than a director or chief executive of IRIEZE A RHIEEHIFEI36IERTETH
Company, in the shares and underlying shares of the Company FHIELMARE  ARFEEFIHES
as recorded in the register required to be kept by the Company fTHA B RINR R EAR R KRG K&

under Section 336 of SFO were as follows:

Long positions in shares of the Company:

Name of
substantial shareholder

TERREW

Silver Grant International
Holdings Limited

China Cinda Asset
Management Corporation
FREEEEEHERA

China Construction Bank

PRI RRTT

China Everbright Holdings
Company Limited
FEEAREEFR A A

Notes:

Capacity
514

Beneficial owner
EnEaA

Interest of Controlled
Corporation
XEHEE A EE

Interest of Controlled
Corporation
XESEENER

Interest of Controlled
Corporation
XESEENER

HEBROFHEENEIRARAT ¢

AARBEMEHFRIER

Number of
Ordinary Shares Percentage of Issued
(Corporate Interests) Share Capital
EERRB(ATER) HERTROABED X
198,820,022 15.15%

(Note 1 {5t —)

175,768,000 13.39%
(Note 2 {3t —)

113,198,400 8.63%
(Note 313t =)

90,368,000 6.89%
(Note 415 /9)

et -

1. Messrs. Hui Xiao Bing and Gao Jian Min, both of whom are (=) BN EXERERRELEREHVAERR
directors of the Company, each has a 30% interest in Silver AEE N_ZT=F+_A=+—H
Grant International Holdings Limited as at 31 December, 2003. % B # & Silver Grant International

Holdings Limited 30%# 25 °

T FFR
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The following is a breakdown of the interests in shares of the

Company held by China Cinda Asset Management Corporation:—

Name of
Controlled corporation

REZENEHE

Well Kent International
Investment Company
Limited

EREFREFERAA

Catic Limited

Name of
Controlling shareholder

RRERROMEAEH

China Cinda Asset
Management Corporation
MEEREEERRAA

Well Kent International
Investment Company
Limited

EREFREFERAA

The following is a breakdown of the interests in shares of the

Company held by China Construction Bank:—

Name of
Controlled corporation

REEENER

Well Kent International
Holdings Company
Limited

ERRAREEERAA

Maxtrack Limited

Name of
Controlling shareholder

RERROEENEHE

China Construction Bank
hE R R R

Well Kent International
Holdings Company Limited
EREAREEERAA

(Z) T RFEEEEEEEARME
BZERARAD R AE

Percentage

of control

EHED R

100%

100%

Total interest in shares

ROEREE
Deemed
Direct interest
interest EEH
EEER BHER
— 175,768,000
175,768,000 —

(Z) TIATEERRRITABAEIARAK

o R AR ED

Percentage
of control

EHBESER

100%

100%

Total interest in shares
ROEREH

Deemed
Direct interest
interest BEE
EEER BHER
— 113,198,400
113,198,400 —
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4. The following is a breakdown of the interests in shares of the

Company held by China Everbright Holdings Company Limited:—

Name of Name of
Controlled corporation Controlling shareholder

REEENER RERROEESNEHE

Everbright Investment &
Management Limited

China Everbright Holdings
Company Limited

REXAEEERAA

Asia Like Securities Limited  Everbright Investment &
Management Limited

Save as disclosed above, the register required to be kept
under section 336 of the SFO showed that the Company
had not been notified of any interests or short positions
in the shares and underlying shares of the Company as at
31st December, 2003.

MAJOR CUSTOMERS AND SUPPLIERS

The Group's turnover comprises rental income from leasing of
properties, dividend income from investments in securities,
income from property management and the gross proceeds

received and receivable from trading of securities.

The aggregate amount of purchases and turnover attributable
to the Group's five largest suppliers and customers were less
than 30% of the Group’s total purchase and turnover for the

year.

(m) THRFEAREEERAFMTELZ
AR B D R AT

Total interest in shares

RpEEEH
Deemed
Percentage Direct interest
of control interest EfE

BHESER EE#ER AWER

100% — 90,368,000

100% 90,368,000 —
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PURCHASE, SALES OR REDEMPTION OF LISTED SECURITIES
OF THE COMPANY

Neither the Company nor any of its subsidiaries has purchased,
sold or redeemed any of the Company’s listed securities during

the year.

CORPORATE GOVERNANCE

The Company has complied throughout the year ended 31
December 2003 with the Code of Best Practice as set out in
Appendix 14 of the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited.

CLOUSRE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from
Monday, 17 May 2004 to Thursday, 20 May 2004, both days
inclusive, during which period no transfers of shares will be

effected.

In order to qualify for the proposed final dividend, all transfers
of shares accompanied by the relevant share certificates must
be lodged with the share registrars of the Company, Secretaries
Limited, at Ground Floor, BEA Harbour View Centre, 56
Gloucester Road, Wanchai, Hong Kong not later than 4:30 p.m.
on Friday, 14 May 2004.

POST BALANCE SHEET EVENT

Details of significant event occurring after the balance sheet

date are set out in note 45 to the financial statements.
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AUDITORS

A resolution will be submitted to the annual general meeting to
re-appoint Messrs. Deloitte Touche Tohmatsu as auditors of the

Company.

By order of the Board
Zhu Dengshan

Chairman

15 April 2004
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